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Abstract 
This paper discussed the most striking recent research claims indicating that growing income 
inequality is seriously hurting the U.S. economy, challenging a long-standing consensus that 
inequality is the price America pays for a dynamic, efficient economy. The Gini Coefficient, an 
indicator of income inequality, suggested that by the year 2021, the United States is on track to 
reach as much income inequality as Mexico experienced in 2000.  There are growing indications 
that it is virtually impossible for people at the bottom of the pyramid to propel themselves out of 
poverty. The data suggested the United States is becoming more of a caste-like society in which 
individuals that are born poor will likely remain poor, while individuals born wealthy will very 
likely remain so.  
Keywords: Income inequality, Great Gatsby Curve, social mobility. 
 
Though it may seem hard to believe, back in the early 19th century, the United States was one of 
the most egalitarian societies in the world. In the year 1814, Thomas Jefferson was heralding that 
the U.S. had “no paupers.” He went on to say that the great mass of our population was “of 
laborers; our rich, who can live without labor, either manual or professional, being few, and of 
moderate wealth. Most of the laboring class possess property, cultivate their own lands, have 
families, and from the demand for their labor are enabled to exact from the rich and the 
competent such prices as enable them to be fed abundantly, clothed above mere decency, to labor 
moderately and raise their families” (1861, p. 182).  For Jefferson, this equality was at the heart 
of American exceptionalism: “Can any condition of society be more desirable than this? (ibid. p. 
183).” 
Fast forward to a little more than a century later, the famed historian James Truslow Adams, in 
his 1931 study "The Epic of America," is credited with popularizing the term the "American 
Dream," which he defined as a lifestyle that "should be better and richer and fuller for everyone, 
with opportunity for each according to ability or achievement” (1933, p. 31). Implicit in this 
notion is that these opportunities would not be based on social class or circumstances at birth. 
Nearly two hundred years prior to Adams, the very essence of the United States Declaration of 
Independence in 1776 proclaimed, "...all men are created equal, that they are endowed by their 
Creator with certain inalienable Rights, that among these are Life, Liberty and the pursuit of 
Happiness” (Franklin, p. 55). 
Within just one year since Adams’ study everything changed with the emergence of the 
industrialization of America. In 1932, Franklin D. Roosevelt suggested in an address to the 
Commonwealth Club, that the industrial revolution was attained thanks to “a group of financial 
titans, whose methods were not scrutinized with too much care, and who were honored in 
proportion as they produced the results, irrespective of the means they used” (Abbott, 1990, p. 
59). Roosevelt alleged that the United States was right to accept “the bitter with the sweet,” as he 
suggested, “equality of opportunity as we have known it no longer exists” (ibid. p. 60). Instead, 
he continued, “we are steering a steady course toward economic oligarchy, if we are not there 
already” (ibid. p. 60). 
It is, therefore, no accident that in the U.S. today income inequality is wider than at any time 
since the Gilded Age. As was the case during Roosevelt’s administration, today’s titans are still 
seeking even greater economic power, turning the issue of income inequality into a major social 
issue in America. The Occupy Wall Street movement left behind a stark reality that will be 
forever inculcated in our minds of the precious few “one percenters” versus the rest: the 99 
percent.  
 
How could the United States transform itself, in less than 200 years, from a land of “no paupers,” 
to a land of “economic oligarchy?” It is hard to imagine that in such a relatively short period of 
time, the laboring class who possessed property two centuries ago has now metamorphosed into 
a growing middle class no longer able to afford to buy a home or the array of consumer goods 
many take for granted.  
Would the typical academic argument stipulate that inequality is a basic element of capitalism, 
the primary impetus and reward for investment and innovation that grows an economy for 
everyone, suffice? After all, most of us capitalists would concur with that rhetoric, as there is no 
real evidence that the 99 percent begrudge the rich for maximizing their opportunities and 
income. On the contrary, most of us are not interested in demeaning the one percent; we actually 
want to ascend the economic ladder and join them. We see a plethora of investment in business 
education today that is nothing short of omnipresent.  
Many theories have been put forth for this declining mobility, but the most compelling causes 
appear to be education and childhood poverty. A strong work ethic and some innate skill were 
once enough to get ahead in America; today, it is inexorably difficult to do so without a college 
degree, which has become a privilege that children educated in substandard urban schools find 
difficult to conquer. Meanwhile, with our diminishing limited social safety net, growing up in 
poverty can put a child at a high risk of poor health, limited development and criminal behavior, 
that the obstacles are all too often insurmountable.  
Educational attainment, what was once responsible for the creation of the American middle 
class, is no longer rising. The rich bestow unlimited resources on its children, while public 
schools are starved of funding. Such elitist education is increasingly available only to those 
already in the top echelon. For example, both Presidents Bill Clinton and Barack Obama enrolled 
their daughters in an exclusive private school. 
Sadly, today many barriers have been created to impede the American Dream from becoming a 
reality. Undoubtedly, homeownership, once the cornerstone of the American Dream, is 
undeniably out of reach for the vast majority of would-be homebuyers, and worse yet, millions 
are actually losing their homes. The list continues, to include ever-increasing job losses, tight 
credit, for those who still have it, and a widening gap of social inequalities. Has the specter of the 
American Dream turned into a nightmare for most?  
The Gini Coefficient (World Bank, 2012), an indicator of income inequality, suggests that by the 
year 2021, the United States is on track to reach as much income inequality as Mexico 
experienced in 2000.  Data from the Gini Coefficient suggest that economic growth in the United 
States has slowed, while income and wealth inequality (by class and race) have increased. A new 
report from the Congressional Research Service (Levine, 2013) suggests income inequality in the 
U.S. has not only become more apparent than in other developed countries, but that social 
mobility has also become more constrained. Miles Corak (2012), a Canadian economist, argues 
that as income inequality increases, social mobility falls.  Alan B. Krueger, the chairman of the 
White House Council of Economic Advisers, dubbed Corak’s phenomenon, depicted in the chart 
below, the Great Gatsby Curve. The curve plots "intergenerational income elasticity," or how 
likely it is for someone to inherit their parents' relative position of income level. It also measures 
inequality in the U.S. as well as other developing and developed countries. 
 
SOURCE: Graph was created using MS Excel. Source of data from Corak’s report “Inequality from generation to generation the United States in 
comparison” at http://milescorak.com/2012/01/12/here-is-the-source-for-the-great-gatsby-curve-in-the-alan-krueger-speech-at-the-center-for-
american-progress/ 
This is where the real crux of the problem lies. The American Dream is based on the notion that 
in this country, everyone, through his or her sheer individual effort and skill, has the opportunity 
to become successful. However, there are growing indications that it is virtually impossible for 
people at the bottom of the pyramid to propel themselves out of poverty. The data suggested the 
United States is becoming more of a caste-like society in which individuals that are born poor 
will likely remain poor, while individuals born wealthy will very likely remain so.  
Moreover, according to Levine, "based on the limited data that are comparable across nations, 
the U.S. income distribution appears to be among the most uneven of all major industrialized 
countries, and the United States appears to be among the nations experiencing the greatest 
increases in measures of inequality” (Lavine, 2013, p.3). Furthermore, over the same period, 
social mobility has not increased enough to offset that growing inequality. Again, the rich are 
prone to remain rich, if not richer, while the poor are pressed to stay poor, if not poorer, over the 
long term. Does such a condition translate into more food stamps or longer unemployment lines 
than we see so abundantly today? 
Paradoxically, it seems Americans do not believe so, suggesting denial or oblivion. Despite all 
the evidence from the Gini Coefficient, the ubiquitous news reports, and the proverbial Occupy 
Wall Street protesters claiming to be the 99 percent versus the one percent, no one seems to care 
a fig about the Great Gatsby. Levine actually points out that Americans may be less concerned 
about inequality in the distribution of income at any given point in time partly due to a belief that 
everyone has an equal opportunity to move up the income ladder.  
But Americans’ perceptions about their prospects of ameliorating their economic status in the 
income distribution may be conflated. In fact, if the millions of Americans begin to realize that 
the system is not offering them any “true” opportunity to ascend the social ladder, then one of the 
fundamental pillars of our society will erode to the point of attrition. More than income 
inequality, it is the lack of opportunity that is the real problem. Without it the American Dream 
cannot work, and without the Dream, we as a nation are in deep trouble. 
The undeniable fact that the U.S. economy may not improve for a long time, perhaps a decade or 
longer is beyond discouraging. After all, most of us have been brought up to believe that if we 
work hard, save, and contribute to our communities, we, too, could realize the American Dream. 
This is simply not the case any longer. But, as I tell my students, the resilience of the American 
people will always be there. At times such as these, the American people must flex and express 
their tenacity, enterprise, and entrepreneurial spirit. They must persevere, and believe they are 
the authors of their tomorrow. They must believe in their own version of the Manifest Destiny.  
We should all protect the American Dream, and become good stewards of our financial 
resources. We can and must pay down our debts, especially credit cards, as quickly as possible, 
so as to avoid the much higher interest rates that are certain to follow. In this process, we can 
stop being automatic consumers, and become pragmatic savers and investors. Moreover, we can 
invest and retool ourselves, first by becoming as irreplaceable (keep in mind that no one is 
irreplaceable), as we can at our workplace. This may require us to return to school, acquiring 
valuable skills to offer not only in the U.S. market, but in the global marketplace, where GDP 
growth will continue to outpace advanced economies by far, thus, creating job opportunities. Our 
skills must be portable and desirable. This new version of the global economy is characterized by 
"just-in-time" knowledge. 
Finally, we must dream our dreams; have a vision for our enterprises, our families, our 
communities, and ourselves. No matter how dire things become, we should not fill ourselves 
with fear and loathing. Instead, look to what makes us happy, and when we do, we will come to 
realize that the glass is always half full. I am Brazilian, and I love America, now my home. My 
hope is that, as a nation, we will pull ourselves out of this crisis, as we have done countless times 
before. I hope too that not only will we resurrect the American Dream, we will improve upon it. 
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